FEBRUARY 1975 


Frequency: Annual American Embassy 
Supersedes: ET 73-022 RANGOON 


BURMA 


TABLE OF CONTENTS 


KEY ECONOMIC INDICATORS 


CURRENT ECONOMIC SITUATION AND TRENDS 


IMPLICATIONS FOR THE UNITED STATES 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual Subscription, $37.50. Foreign 
Mailing, $9.40 additional. Single copies, 25 cents, available from NTIS, U.S. Department of Commerce, Springfield, Va. 22151. 





-2- 
KEY ECONOMIC INDICATORS: 
(All values in million U.S.$, unless otherwise indicated) 1974 Exchange Rate uss 1=K4.81 


% Change 
Income, Production, Employment 1971-72 1972-73 1973-74 1972-73/1973-74 


GDP at current prices 24239 2,458 2,890 Lv 
GDP at Constant (1969-70) prices 2,212 2,236 2,328 4. 
2 


Per Capita GDP at Constant prices ($) 78 77 79 ° 
Ratio of Gross Capital Formation to GDP 11.0 9.4 9.3 - 
Government Capital Expenditure 70.0 47.8 N/A - 
Work Force (in thousands of persons) 11,207 11,416 11,634 


Money & Prices 


Money Supply 725.52/ 
Internal Public Debt N/A 
External Debt N/A 
External Debt Service Ratio 20.83/ 
Consumer Price Index, Rangoon (1965=100) 200. 04/7 


Balance of Trade 


Gold and Foreign Exchange Reserves 165.32/ 
Trade Balance -27.28/ 
Exports (FOB) 43.40/ 
U.S. Share 1. 98/ 
Imports (mainly CIF) 70.68/ 
U.S. Share 5. 68/ 


Main Imports fwom U.S. (lst half FY 1973-74): 
Machinery and equipment ($3.2 million) 
Transport equipment, spares and accessories ($1.4 million) 
Chemicals and pharmaceuticals ($ .8 million) 


1/ as of June 1974 
2/ % change June 1973/June 1974 
as of March 1974 
as of May 30, 1974 
year end 1972 
year end 1973 
end October 1974 and % change December '73/October'74) 
first half FY 1973-74 
% change 1971-72/1972-73 





SUMMARY 


Following a year of near zero economic growth in 1972-73, Burma's 
economy showed a mild recovery last year. Although an almost chronic 
trade imbalance persists, restrictive import policies have narrowed 
the trade gap considerably and inflows of foreign loans and grants 
provided a small surplus in the balance of payments. This allowed 

a substantial build-up of foreign reserves. 


Agricultural output increased in the last crop year, but unsuccessful 
procurement policies held down the share of the crop obtained by the 
government. Rice exports had to be suspended thus reducing foreign 
exchange earnings and placing an even greater restraint on imports. 
Timber, mineral and industrial production stagnated, but prospects 
for increased petroleum output are good. Prices rose due mainly 

to expanded money supply, food shortages and the general world-wide 
inflationary trend. 


Public discontent with the political and economic situation in Burma 
led to two separate outbreaks of disorder in 1974 and this open dis- 
content may spur the government to re-examine and liberalize some of 
its economic policies. A large share of Burma's commercial activity 
takes place in the country's thriving black market system and thus 
goes unaccounted. Although there does not seem to be much promise 
for sound U.S. investment opportunities in Burma, oil exploration, 
development loans from multilateral financial institutions and a 
more liberal import policy promise to expand the Burmese import market 
in the coming year and this augurs well for increased sales of U.S. 
goods and services to Burma. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Mild Recovery 


Burma's economy in 1973-74 showed a moderate recovery from the low 
activity of the previous year which recorded a G.D.P. growth at 
constant prices of only 1.1 percent and an actual decline in per- 
capita G.D.P. Preliminary estimates which will have to be revised 
(perhaps downward) place G.D.P. growth in 1973-74 at 4.1 percent, 
comparing favorably with an annual average growth of about 3 per- 
cent since 1970. Considering the small base from which to gauge 
percentage increase, however, it took only a very modest absolute 
increase in G.D.P. to result in a 4 percent gain. Per capita 
G.D.P. remains at less than $80. 


Burma appears headed for another deficit in its balance of trade 
in 1974. This will mark the eighth consecutive year of trade 
deficits, an almost chronic situation for Burma. Between FY 72 
and FY 73 exports fell by 19 percent, but at the same time a most 
restrictive import policy succeeded in reducing imports by 33 
percent. Thus the trade gap was substantially narrowed. Gross 
inflows of foreign loans and grants allowed Burma to register a 
small surplus (about $24 million) in its balance of payments in 
1973, and continuing inflows of these funds plus income received 
from foreign oil companies as information payments for offshore 
exploration will probably provide a similar surplus in 1974. These 
inflows and the restrictive policy against imports contributed to 
a substantial build-up of foreign reserves in the first three 
quarters of 1974, but the country has suffered from the import 
restrictions, and an economic stabilization program providing for 
a greater volume of essential imports may force a drawdown on 
these reserves through the remainder of the present Burmese fiscal 
year which ends March 31. 


Agricultural Production 


Agricultural production, which accounts for nearly 40 percent of 
Burma's gross domestic product, was a major contributor to G.D.P. 
growth in 1973-74. Following a disastrous crop year in 1972-73 
during which agricultural output declined by about six percent, 
production of agricultural products is estimated to have increased 
by around nine percent in the 1973-74 crop year. This was largely due 
to more favorable weather conditions. Government procurement of 
agricultural output - especially of the all-important rice crop - 
however, was again disappointing. The government managed to obtain 
less than 20 percent of the total rice output (compared with about 
50 percent it procured a decade ago) and this amounted to only 
about half the targeted procurement figure of 140 million baskets. 
As a result, rice exports had to be curtailed, as they were the 
previous year, and the loss in foreign exchange earnings placed 
even greater restraints on imports. It also contributed to a 

rise in domestic prices and a general slowdown of economic activity. 





Despite widespread floods last August which destroyed part of the 
paddy crop for this year, the 1974-75 crop appears fairly good and 
the government hopes to more than double its procurement. This would 
be sufficient to satisfy domestic consumption and provide an export- 
able surplus of about 600,000 tons. 


Much will depend on the success of new procurement policies instituted 
by the government. In the past, the greatest inhibiting factor on 
agricultural growth has been the low government procurement prices 

of many crops, particularly paddy. This year the government has 
substantially raised procurement prices, although they still remain 
below free market levels, and it is offering consumer goods at con- 
trolled prices to those farmers who meet their quotas. 


Burma must also overcome other restraints to agricultural production 

such as low investment levels in agriculture and shortage of agricultural 
credit. Unless there is a widespread adoption of high-yielding varieties, 
increased use of inputs, new irrigation facilities, expansion of the 
cultivated area and intensive development of supporting institutions, 
rice production will show little increase and exports may disappear 
entirely. Government experts estimate that if rice output continues 

at its present growth rate (1.8 percent per year) and population 
continues to increase at its present pace (2.2 percent per annum), 

Burma will become a net rice importer by the early 1980's. This 

will eliminate the country's most important source of foreign exchange 
and require a further drawiown on world grain stocks. 


Other Output 


Production of timber and minerals continued to stagnate during the 
1973-74 period. According to preliminary estimates, value of mineral 
production at constant (1969-70) prices fell about three percent in 

the period while timber output in the same terms rose by nearly two 
percent. Both the mining and timber industries suffer from use of 
outmoded equioment, shortages of skilled labor, poor transport facilities 
and uncertain security conditions due to insurgent activities in many 
producing areas. 


Timber, which has outstripped rice as the most important source of 
foreign exchange for Burma, was affected in the past year by a drop 

in demand and a weakening of international prices for the commodity. 
This slump may continue through much of 1975 and thus reduce anticipated 
foreign exchange earnings in the coming year. 


The UNDP and bilateral donors, mainly the Federal Republic of Germany, 
continue to provide assistance to Burma's mineral industry for explora- 
tion and development. The World Bank provided a loan of $24 million 

in 1974 to rehabilitate and improve Burma's forest-based industries. 





In another area, the Asian Development Bank approved a $9.8 million 
loan for fisheries development, a sector which has received little 
attention in the past. 


Industrial output also stagnated in the period under review. Gross 
output at constant 1969-70 prices is estimated to be roughly the same 

in 1973-74 as it was in the 1972-73 period, and in that year industrial 
prodi®&tion fell nearly seven percent below the previous year's levels. 


Industrial production is plagued by shortages of raw material and spare 
parts. To some extent the shortages reflect the rigorous limitation 

of imports necessitated by the nation's poor export performance; 
another factor is the cumbersqenature of the state mechanism for 
distribution and internal trade. A further drawback for industrial 
production has been the tendency, perhaps encouraged by the nature 

of some bilateral assistance programs, to channel investments to new 
Plants while existing factories operate far below capacity due to 
outmoded equipment and lack of spare parts. This practice of neglecting 
existing production units and allowing many plants to deteriorate has 
resulted in considerable disinvestment within the economy. 


Petroleum, A Brighter Outlook 


Burma is about 75 percent self-sufficient in petroleum. Thus, inter- 
national price increases for oil have not been as damaging to the 
country's overall economy as they have for many other developing 
countries. In addition, a new onshore oil discovery in 1974, although 
not yet completely evaluated, has led some government officials to 
express the belief that Burma will be fully self-sufficient in petroleum 
before the end of 1975 and may even have a small exportable surplus. 


Prospects for discovery of additional oil deposits both onshore and 
offshore appear fairly good. During 1974 Burma signed contracts 

with four foreign oil concerns for offshore exploration, and these firms 
expect to begin drilling in the first half of 1975. The government- 
owned oil company, Myanma Oil Corporation, will continue onshore 
exploration activities. Burma also has good reserves of natural gas. 


There is the danger that the government may pin too much hope on 

finding oil and thus neglect to institute reforms that would benefit 
other sectors of the economy in the belief that a large oil strike in 

the near future will solve the country's economic ills. Even should 

oil be found in sufficient quantities to allow Burma to join that 

select group of oil exporting nations, it is questionable whether, within 
the rigidly doctrinaire confines of the Burmese Way to Socialism, the 
government could cope with relative prosperity any better than it has 
managed to cope with poverty. 





Money and Prices 


After 25 years of relative price stability, Burma began to experience 
inflationary pressures in 1972-73 which continued to build up during 
1974. According to the Rangoon Consumer Price Index, which may not 
give a totally accurate picture of price fluctuations in the country 
or within Rangoon itself, consumer prices rose over 30 percent between 
mid-year 1973 and mid-year 1974. 


Government budget deficits which had to be financed by expansion of 
money supply and credit contributed to the inflationary trends. The 
budget deficit for the present fiscal year is estimated at $121 million, 
and the money supply expanded by over 20 percent between June 1973 and 
June 1974. On the other hand, domestic credit increased by only five 
percent in 1973-74 compared with an increase of 23 percent in the 
previous year. However, due to the earlier credit expansion and severe 
import restrictions, the country continues to experience excessive 
liquidity. 


Other contributing factors to price increases were shortages of rice 
and other food items, largely brought about by the government's 
agricultural procurement policies, and the country's inadequate 
distribution system. Nor has Burma, despite its low level of imports, 
been immune from world-wide inflationary trends. 


Heavy inflows of foreign funds which helped Burma's balance of payments 
situation have raised the external debt, and the foreign debt service 
ratio has climbed to over 20 percent. These inflows are expected to 
continue in the coming year and unless Burma's exports show a marked 
increase this year, the debt service ratio may be much higher by the 
end of 1975. 


Public Discontent 


General dissatisfaction with the overall political and economic con- 
ditions in Burma led to two separate outbreaks of public disorder 

in 1974. The first outbreak manifested itself in a series of violent 
strikes and disorders in many parts of the country which were largely 
sparked by high rice prices; the second outbreak in December, which 
was mainly confined to Rangoon, concerned the disposal of the remains 
of former U.N. Secretary-General U Thant. Both outbreaks were put 
down with military force and Rangoon remains under military adminis- 
tration as a result of the last disorder. 





Of the two events, the first, at mid-year, is probably more signifi- 
cant in economic terms as it directly pointed up past government 
economic failures and led to the initiation of an economic stabili- 
zation program which includes a more liberal policy on imports. One 
of the most effective measures introduced to bring down the price of 
rice following those disturbances was the removal of controls on 
internal rice shipments. This allowed rice to flow freely from 
outlying areas into Rangoon and other urban centers, and the price 
of rice on the open market dropped considerably. However, controls 


were reimposed on November 1 and rice prices immediately began to 
rise. 


The Other Economy 


Burma, like other developing nations that record dismally low per 
capita GDP or GNP figures, suffers from a lack of full accounting 

of economic activity in that much of that activity occurs outside 

the monetary sector. In Burma this is compounded by the government's 
rigidly socialist economic policy that has led to the systematic 
growth of state control over all foreign trade and most of the 
domestic economy. These controls have ignored or failed to respond 

to consumer demand, and, as a result, there has grown up a thriving 
black market which deals in smuggled goods and items illegally 
diverted from government trade organizations. No survey of the Burmese 
economic scene would be complete without at least some mention of this 
activity. 


Burmese customs officials estimate (and it seems a conservative 
estimate) that the value of goods smuggled into the country is 

equal to half that which is officially imported - and, by implication, 
an amount of goods of equal value is smuggled out to pay for these 
items. This sub-economy, operating virtually unhampered by government 
manipulation, reacts to supply and demand conditions in a manner that 
would warm the heart of the staunchest Laissez Faire classical econ- 
omist. It provides work and income for countless numbers of people 
many of whom are probably officially tabulated as unemployed. As it 
is all considered illegal, it is not possible to quantify this sub- 
sector but it is fair to note that commercial activity in Burma is 
considerably above that which official statistics would indicate. 


IMPLICATIONS FOR THE UNITED STATES 


Investment Possibilities Unpromising 


Two U.S. firms were among the four foreign oil concerns that success- 
fully negotiated contracts for offshore oil exploration with the 

Burmese government. In addition, it appears that all sub-contracts 

for drilling will go to U.S. firms. A U.S. company has also obtained 
the contract to provide helicopter service between the rigs and the 
Mainland and to ferry oil company personnel between Rangoon and Singa- 
pore. Thus, U.S. business presence in Burma will greatly expand in 1975. 





Other investment opportunities in Burma, however, appear unpromising 
as the government continues to prohibit all other forms of private 
foreign investment. There was considerable speculation earlier last 
year that once the offshore oil contracts had been negotiated, the 
government would open other sectors, particularly minerals, to 
private foreign participation. This has not come about and the 
government seems no closer to taking such a step than it was a year 
ago. Given the present uncertain political and economic conditions 
prevailing in Burma, even should some form of private foreign partici- 
pation be allowed, it would have to be preceded by sweeping economic 
reforms and accompanied by sound guarantees before Burma could be 
considered an attractive investment prospect. 


Sales Prospects Good 


Despite Burma's rather gloomy economic picture, prospects for increased 
sales of U.S. goods to Burma seem good in the coming year. Between 
1971-72 and 1972-73, the level of U.S. sales to Burma was virtually 
unchanged, but due to the big drop in Burmese imports over that 

period, the U.S. increased its share of Burma's import market from 

5 percent to 8 percent, and during the first six months of the present 
fiscal year U.S. goods maintained an 8 percent share of the market. 
This year a combination of petroleum exploration, loans from multi- 


lateral financial institutions and a government policy of expanded 


imports, largely for development purposes, augur well for expanded 
U.S. sales to Burma. 


Oil exploration and drilling both on and offshore will require oil 
drilling equipment of all kinds either for lease or purchase. The 
only constraint would be the availability of the equipment. 


Loans from the World Bank and the Asian Development Bank for forestry, 
agriculture, communication, fisheries, transport, irrigantion and 
power open a wide range of possibilities for direct sales via govern- 
ment tender to Burma. These loans will provide opportunities for 
sale of such items as earth moving machinery, communication equip- 
ment and systems, forest extraction and mining machinery transport 
equipment, spare parts and other capital goods. There should also 

be opportunities for consultant services in connection with some 

of these projects. 


Government buying under an expanded import program will also mean 

a larger market for machinery and transport equipment and spare 

parts. In addition, the government will probably increase purchases 

of chemicals and pharmaceuticals, items which the U.S. has traditionally 
supplied to Burma. Most government purchases will be by international 
tender. U.S. firms should be alert to the sales opportunities offered 

by these tenders and they would be well-advised not to ignore the 
Burmese market in the coming year. 





Statistical Classification of Domestic and 
Foreign Commodities Exported from the United States 


1971 edition 


schedule 


Numerous improvements over the 1965 Sched- 
ule B are included in this new issue by the 
addition, deletion, and revision of headnotes, 
directives, and inclusion item listings, and by the 
rewording of commodity descriptions. These 
changes facilitate the use of Schedule B, largely 
through clarification of the coverage of indi- 
vidual Schedule B numbers...however, the basic 
outline and arrangement of the 1971 Schedule is 
the same used in the 1965 edition. The new ‘71 
edition also contains revised procedures for 
reporting quantities on the Shipper’s Export 
Declarations for those Schedule B numbers 
requiring the quantity to be shown in two units. 


Another innovation in the 1971 Schedule B is an 
updated and improved alphabetical commodity 
index expanded to cover a larger number of 
individual items. Also, the basic format of the 
index is revised to show the first five digits of 
the seven digit commodity number for each 
indexed item, rather than showing a page num- 
3 rf ber for each indexed item. 


The Bureau of the Census 
Offers. . . 


a new and improved edition of Schedule B, 
Statistical Classification of Domestic and For- 
eign Commodities Exported from the United 
States. Shown in this 1971 edition are current 
Schedule B commodity classification code num- 
bers required on Shipper’s Export Declarations. 


You may order your 1971 edition of Schedule B 
from the Superintendent of Documents, U.S. 
Government Printing Office, Washington, D.C., 
20402 (fill out order form below); from the 
local Collector of Customs; or from any U.S. 
Department of Commerce District Office. 


528 pp. $23.00 ($5.75 additional for foreign 
mailing). This price includes supplemental 
changes issued irregularly for an_ indefinite 
period. 


U.S. DEPARTMENT OF COMMERCE e Social and Economic Statistics Administration e BUREAU OF THE CENSUS 


a ee 


(please detach along this dotted line) 


ORDER FORM 


| enclose $ (check, money order, or Supt. of Documents 
Please send me 


coupons) or charge to my Deposit Account No. 
Total Amount $ 


___. copy(ies) of 1971 edition 


Schedule B, Statistical Classification of Domestic and 
Foreign Commodities Exported from the United 


MAIL ORDER FORM 
States. (528 pp) @ $23.00 


WITH PAYMENT TO FOR USE OF SUPT. DOCS. 


Enclosed 
Superintendent of Documents To be mailed 
U.S. Government Printing Office later 
Washington, D.C 20402 Refund 


Coupon refund 


or any U.S. Department of Postage 


Commerce district office 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 
To Insure Prompt, Accurate Shipment, Place Correct Address on Mailing Label Below 


(please type or print) 


U.S. Government Printing Office 
Public Documents Department POSTAGE AND FEES 
Washington, D.C. 20402 PAID 
U.S. GOVERNMENT —_ 
PRINTING OFFICE ae 
Sere AD ce 375 
Special Fourth Class Rate 
Cl: Ciele: AEP GE cacccicccncnmininnaaninnianniinn Book 


Name 
OFFICIAL BUSINESS 


Schedule B—1971 Edition 











